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Improving budgetary and finencisl administration by removing the
fiscal year limitation on funds aveilable to CIA

1. Problem, =~ Would the removal of fisaal year limitations
on funds {mprove budgetary and financial administration, adequately
finsnce CIA operations, and reduce the amount of smnnuasl sppropris-
tion required?

2, Pects Bearing on the Problem, «~« Under the pressnt method
of finsnoisl npsra’i’!onh

& Annual approprimtions to e held as & reserve for
sontingencles must be secured in addition to funda to sover known
planned operationa,

b. Unless contingencies develop, relatively large
balsnces of funds revert to the Treasury as uncbligated balances
of appropriations,

‘8s Funds are reported as expendsd from the parent appro-
priation sccounts whon they are transferred to CIA, Sinoe unoblie
gated balances sre subsequently transferrsd to the Certified Claims

‘Aceount, the effsot is that totsl goverument expenditurss are over-

stated,

4+ In many oases Missions of the Agency are launched on
the besis of opportunity without regard to timing in relation to
figoal years. Often comnitments to underiake an activity or
mission are made during e current fiscel pericd bubt the actusl
spsrations that legally obligate funds would not commence until

& future fisoal pericd for which appropristasd funds are not yed

svailable,

®. In view of the mesny unique operational projects, it
is sometimes impossible to determine Agenoy fund rsquirements
bscauss they mey ve contingent upon other conditions,

f. Beocauss of the indicated unusual nsture of operetions,

ageounting for funds on s fiscal year limitation besls has becone
burdensoms,

8. Dlscuesion. -~ Planning and oarrying into effect the
CIA programs With all their contingant aspects oreatés an pnususl
budgebary sand fisoml situmtion that must be deald with in & manner
not normally practlced by other government sgencies.
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At present, we must seoure an annual appropriation to cover

planned operstions as well as a reserve to meest contingencies, e
nead for all mserve funds may not develop and, therefore, it can bs
said that spproprietions are made in ®wxess .of real needs, fince
spourity reasons make it undesirable to request supplemental appro~
priations, it is essential that a relatively large ressrve for cone
tingsnoles bs availabls every year, regardless of whethsr or not any
nesd for the reserve materializes, At the end of the fiscal yesr
ths uncbligated pertion of thoss funds are no longer available for
our uses, For segurlty redsal#, these unobligated funds, the bulk

of which result from the fact that nesds have not materislired for
mmounts provided for contingencies, are not returnsd to the parent

" appropristion but ars tremsferred to the Certified Claims accounmt
for eventusl disposition,

Many of the up'-rlticma of ths Agency involve cammitments
for support beyond the close of the £4soal year during which the
operation is leunche?. In mcst of thess osses, adjustmente in
program plans could pryptadly be msde in light of swvallability of
funds. In ~others; however, substantial adjustments might mullify the
sntire project., Fuwics might be set aside for e project bus,
dus to unforeseen ciroumstances bayund the Agenoy's control,
sperations are delaysd until substectial amounts caimot be used
during the {isosl yeer for which provisions were made in the
surrent budget but which were not provided for in the budget for
the subsequent ysar. In many other cases the cost of planned
operations caxmot be determined until conditions are met by others
that are not under the cogtrol of this Agency. Thus, effective
budget plauning is preclyfed due to opsrational problems over
which the Agency does not have complete control.

Under the present method of allotting funds for covert
operations on & fiscal ysar besis s great desl of extrs work is
involved in carrying allotment mccounts for the current snd prior
fiscal years., For manmgement purposes, it ie preferable that a
single sontinuoum record of obligations and expenditurmsibe
maintained for easch covert opesrations rather than s seperate record
of ocbligations for osch fiscal year (i.e., sllotment perisd) with
expendi tures coourring under such accounts during subsequent
allotment periods. Ihis procedurs necessarily makes the accounting
and reporting systen burdensome, Removal of the reguirement to
maintain separate fiseal yeser accounta on an oblige*ion basis would
provide the desired continulty to fiseal operations snd would in no
way minimize control over these cperstiocus,

In addition to the adsinistrative irprovements indic=ted,
the sscurity sspecta of CIA operationaweld be strengthened,
;aumx lrnnﬁonents have been made to hold Agency cesh as a

"deposit fund®, Normally balmaces in deposit funds sare not transe
forred to the curtifioé Claims acoount, but are held in the msoount
until used, In view of the size of the Agsmoy's operations and the
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reserve for contingencles, the balance of unused funds which would
normally expire on an enmnual basis is relstively large. Transfer
traneactions of this charscter involving lerge smounts in the de-
posit fund would direst attention in the central fiscal offices of
the government te the acccunts of this Agensy.

The situstion outlined could be greatly improved by the
removal of fiseal year limitations, The suthorlity for this spproash
iz alearly wstated in Sec. 8a, 6b and o, snd Sec, 10b of Public law 110,
8lst Congreas, spproved Juns 20, 1949, This law states that "sums
transferred to the Agency ..., may be expended ... without regard to
1imd tabions on sappropristions Trom which transferred;” (undorsooring
#ippiled) and "The sums made svsilable to the Agemey may bs expended
without regerd to the provisions of law md regulations relating te the
sxpenditure of Government funds.”

The applisation of a fiscal year limitatlion to funds made
available to this Agenoy was mutually agreed to by representatives o
the Bureau of the Budget and of this Agenoy as a method of controlling
%he extent of Agency operations. The desired control, however, ip
sotually exeroised through spprovals of the transfer of cash inte
¢IA aceounts and would not be affested in sny way by the removal of
fiscsl yesr limitations. Reports of finsncial operstions would,
of vourse, be based upon fiscal yesrs and such reports would clearly
reflsct the need to compare sctusl operations with planned or
budgsated activities.

4, Conclusions. -~ The removal of the fiscal year limitatiom
on the funds mande avsllsble by sppropristion is mscessary in order
%o produss the following beneficial results;

&. Better program md fiscal plamning;

b, Continuity of operstions without the hinderances of
fisoal year adjustments and without the question of fisesl yenr
lsgality of cvontracts covering more than one yesr;

8. The total snnuel appropriation regquest could be sub-
stantially reduced without sy impeirment in the funds rsguired to

sdequately finanoe CIA opsrations inoluding effective provisicns te
meet unforesesn needs in o reserve for oontingencies;

4. The inflated expenditures now appesring on government
bookas would be eliminated;

e, The scoounting and reporting system could be improved;

. The security aspects of the Agency ocould be strengthened,
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B, Action Recommended, -- It is recommended that, under the
provisions oF Publle law 110, the CIA request goncurrence of the
Bureau of the Budget in the opinion that appropristions made
availsble to CIA are not subject to fiseal year limltations. Sush
sobion would, in effect, oreats a permanent contingsnoy reserve
fund beoxuse the unobligated balances of appropriations made avall~
sble to CIA would be curried forward for cortingency purposes.

Thus, the snnusl sppropristion request would only be far plaxmed
gurrent operating expenditures plus or mimus sny sdjustments re-
quired in the contingenoy fund. :

I 25X1A

CONFIDENTIAL coPY

Approved For Release 2002/01/29 : CIA-RDP78-0 0100050010-0




